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PLANNING YOUR PRICE STRUCTURE 
By W. H. Poole 

Mr. Poole was born in Prince Edward Island, but moved to 
Edmonton, Alta., at a very early age where he received his 
degree at the University of Alberta. He specialized in 
economics, political science and statistics, and was appointed 
to the Staff of the University of Alberta and lectured in the 
Department of Economics after which did post-graudate 
work for three years at the University of Chicago. 

After lecturing for one year, accepted appointment as 
lecturer in Economics and Marketing at Queen’s University. 
In 1941 he was appointed assistant professor of Economics 
at the University of Manitoba where he worked for 
some time with the Canadian Wheat Board in statistical 
research. 


MARKETING YOUR PRODUCTS 
By W. C. Stannard 

Mr. Stannard was born in England and graduated in Engi- 
neering. He started business in the Printing and Publishing 
field. Following service in France as Flying Officer in the 
first World War, turned to Publicity and Sales work in 
London and on the Continent. 
He came to Canada in 1922 and located in Vancouver. In 
1931 he was author of a Trade Paper which won first place 
in North America. He was awarded a trophy for the best 
plan of merchandising for B.C. Products and served for 
seven years as Director, Vancouver Board of Trade. 
He came to Montreal in 1934 and joined a large advertising 
agency as Senior Account Executive and as such directed the 
advertising and merchandising of several large Canadian 
Companies. He has worked closely with McGill University 
for the establishment of a Chair of Marketing and has lec- 
tured regularly at extension courses on this subject. 
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NATIONAL PRESIDENT COMMENCES 
TOUR OF CHAPTERS 


On October 10th, our National President, Mr. George I. 
MacKenzie, accompanied by the Secretary-Manager, boarded 
a T.C.A. plane for Halifax to commence a tour which will take 
them from coast to coast. 


At the time of this writing they had addressed chapters in 
Halifax, Moncton and St. John as well as the senior commerce 
students at Dalhousie and St. Mary’s Universities. They had 
also met with the Provincial Council in Nova Scotia, New- 
foundland, Prince Edward Island, New Brunswick and Quebec. 
On Nov. 3rd, they commence their tour of Western Canada 
and they are scheduled to address all the Chapters from the 
Lakehead to Victoria. They will meet with all the provincial 
councils concluding with a meeting of the Co-Ordinating Execu- 
tive Committee in Regina on Nov. 23rd. During January and 
February, Mr. MacKenzie will visit the chapters in Ontario and 
Quebec. 


By the time he concludes his term of office, Mr. MacKenzie 
will have travelled some 17,000 miles visiting the 29 chapters 
in the Society and meeting with the ten provincial councils. 
This, of course, does not include the many committee meetings 
and conferences which the president is required to attend. This 
is no mean undertaking and yet, even as our society has ex- 
panded to these proportions, our presidents have each year 
undertaken to personally visit every chapter. 


These annual visits have contributed much to the uni- 
fication of our widely separated chapters, for the presence of the 
national president at a chapter meeting is the personification of 
the national character of the organization. 
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That’s the expert finding of 
an official government sur- 
vey. The authorities also 
add: “It is not surprising that 
88% of the profitably oper- 
ated stores keep neat and 
orderly books.” 

Some merchants and whole- 
salers may feel that keeping 
books requires too much of 
their time. This need not be. 
Complicated records are not 
needed. A modern National 











of the merchants who fail 
O did not have adequate 


figure information.” 


Cash Register furnishes a 
large part of the necessary 
information as an automatic 
by-product of registering the 
transactions. 

Ask your nearest National 
representative to show you 
without cost or obligation 
how simple it is to get all the 
figures you need for profit- 
able operation. Or write to 
the Company at Toronto. 


THE NATIONAL CASH REGISTER 
COMPANY OF CANADA LIMITED 


Head Office: Toronto Sales Offices in Principal Cities 


Nattonal 


CASH REGISTERS - ADDING MACHINES 
ACCOUNTING MACHINES 
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New Members 


HAMILTON CHAPTER 


George E. Ward, Alfred Ward & Son, Limited 

F. Donald Lahie, Hoover Co. Ltd. 

Albert D. Bryant, Mercury Mills Ltd. 

Stephen Gubernat, Income Tax Division 

Francis Leo O’Brien, The Steel Company of Canada Limited 
A. Grenville Northcott, The Steel Company of Canada Limited 
Donald R. R. Moffatt, International Harvester Co. of Canada 
Ltd. 

John H. Holman, The Steel Company of Canada Limited 

F. Ronald Bell, Supertest Petroleum Corp. 

Stanley J. Papiez, Currie Products Ltd. 

Albert “Bud” Brown, Robinson Industries Ltd. 

Joseph R. Lynch, Malcolm & Souter Furniture Co. Ltd. 

Grant A. Martin, Silverwood Dairies Limited 

Fred Kamibayashi, International Harvester Co. of Canada Ltd. 
G. Murray Hall, John Deere Plow Co. Ltd. 

Donald Lawson, Cosmos Imperial Mills Ltd. 

Donald F. Courtney, Income Tax Division 

Robert K. Hambrook, The Steel Company of Canada Limited 
Ralph T. LeNoury, The Steel Company of Canada Limited 
Peter Shubrosky, Canadian Westinghouse Co., Limited 

J. Paul Wood, Tuckett Tobacco Co. Ltd. 

James D. Porteous, Dominion Income Tax 

Frank J. Callon, Dominion Income Tax 

Morris T. Kalynuck, Canadian Drawn Steel Co. 

Earl R. Purmal, Imperial Bank of Canada 

Frederick J. Ryan, Dominion Income Tax 

Miss Ina Gay, 38 MacDonald Avenue 

Earl F. Laidlaw, The Steel Company of Canada, Limited 
Robert J. Eager, Income Tax ‘Division 

Murray Gayfer, Burlington Steel Co. Ltd. 

Murray L. Webber, Metal Textile Corp. of Canada, Ltd. 

L. John Parry, Gerrard Company Ltd. 

Cecil H. M. Vinnels, McMaster University 

William C. Cooper, Hydro Electric System 

Miss Marion I. Stevens, Dept. National Revenue, Taxation Div. 
Povilas Vaitonis, The Bell Tread Co. Ltd. 

George Smeaton, Dept. National Revenue 

Alfred W. Judd, C.G.A., 20 Colborne St. N., Simcoe, Ont. 
Walter Borthwith, S. C. Johnson & Son Ltd., Brantford, Ont. 
John A. McMillan, The Studebaker Corp. of Canada Ltd. 
Albert Boult, Canadian Westinghouse Co. Limited 

E. Vernon Walsh, Brown Boggs Foundry & Machine Co. Ltd. 
Gordon Erwin Deckert, Brown Boggs Foundry & Machine Co. 


Ltd. 
Frank J. Donahoe, Dept. National Revenue, Income Tax Div. 
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NEW MEMBERS 


Mrs. Vicki Van Clief, Children’s Aid Society 

Miss Margaret L. Stubbs, Canadian Westinghouse Co., Limited 
Charles D. Ball, Peller Brewing Co. 

Mrs. Lucy R. Thompson, Children’s Aid Society 

David M. Jarvis, N. Slater Company 

Miss Marija Maceviciute, Canadian Cottons Ltd. 

Robert M. Henderson, E. D. Smith & Sons, Limited 

Mrs. Judy G. Pelletier, McMaster University 


KENT COUNTY CHAPTER 


Jack R. Waddell, Tapatco Ltd. 
Donald V. Bondy, Ontario Steel Products 


KINGSTON CHAPTER 


Hubert F. McCormick, Canadian Locomotive Co. Ltd. 
Graydon McLean, Allied Veterinary Products Limited 


KITCHENER CHAPTER 
D. John Cramp, Guelph Yarns Limited, Guelph, Ont. 
Henry Korec, Butler Metal Products Ltd., Preston, Ont. 
John Murray, Butler Metal Products Ltd., Preston, Ont. 
Louis W. Benn, Butler Metal Products Ltd., Preston, Ont. 


LONDON CHAPTER 
Lynn G. Clark, Fiberglas Canada Ltd., Sarnia, Ont. 


NIAGARA CHAPTER 


Roland F. Pepin, Foster Wheeler Ltd., St. Catharines, Ont. 
Paul R. MacBean, Foster Wheeler Ltd., St. Catharines, Ont. 


OTTAWA CHAPTER 


Clifford P. Jones, T.C.A. 

D. W. O’Neill, Myers Motors Ltd. 

Harold I. Scott, E. B. Eddy Co., Hull, Que. 
Maurice Freedman, Dept. of National Defence 
Leighton A. McCurdy, Woods Mfg. Co. 

Oren Claude Frood, E. B. Eddy Co., Hull, Que. 


TORONTO CHAPTER 


. Kenneth Wm. Bolam, Dominion Woollens & Worsteds Ltd. 
. Douglas R. Noiles, Aluminum Goods Limited 
James C. Luckett, Canadian Controllers Limited 
Donald J. McLean, The Graphic Card Co. 
Russell H. Bailey, Robinson Cotton Mills 
C. Robert Johnston, The Flint Kote Co. of Canada Ltd. 
Angus J. Johnston, Vokes (Canada) Ltd. 


WINDSOR CHAPTER 


William C. Raymont, Stokely-Van Camp of Canada Ltd., Essex, 
Ont. 
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John Cusmanic, General Motors of Canada Ltd. 
Harold Willisford Potter, National Cash Register Co. of Canada 


Ltd. 
George G. Musson, Hiram Walker & Sons Ltd. 


NON-RESIDENT ONTARIO 
William A. Veritsky, Dome Mines Limited, South Porcupine, 
Ont. 


MONTREAL CHAPTER 


R. Burgess, Canada Cement Co. Ltd. 
E. A. Lepine, Northern Electric Co. Ltd. 


NEW WESTMINSTER CHAPTER 
Miss E. E. M. Ternan, V. Howard Shadwick, C.A. 


VANCOUVER CHAPTER 
John A. Hodson, Dun & Bradstreet of Canada Ltd. 
G. L. James, Vancouver Motors 
A. G. O'Neill, Wood & McClay Ltd. 
Kenneth Grant, Dept. of Income Tax 
John Poulos, Hollywood Taxi Ltd. 
K. Y. McLeish, Alcock, Downing & Wright Ltd. 
F. B. Wong, Govt. Telegraph & Telephone Service 


VICTORIA CHAPTER 
L. G. Parker, B.C. Government 


NON-RESIDENT BRITISH COLUMBIA 
Stuart E. Menzies, Marwell Construction Co. Ltd., Holberg, B.C. 





ASSISTANT COST ACCOUNTANT WANTED 


Progressive Company in the metal industry requires a 
senior student to assist cost accountant. Applicant must 
have two to three years of experience in cost work and 
preferably resident in the Galt-Kitchener area. 


Applications will be treated in strictest confidence and 
should contain a statement of applicant’s age, qualifica- 
tions and previous experience. 


Reply Box 23, Cost and Management 
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Chapter Notes 
HAMILTON CHAPTER 


“Corporate bodies should prepare to submit briefs on taxation to the 
Finance Department during the time the Dominion Budget is being pre- 
pared, if they wish to have their recommendations given serious con- 
sideration.” Such was the message given by Mr. H. H. Stikeman, K.C., 
B.A., B.C.L., at the well attended dinner meeting of the Hamilton Chapter 
held October 18th, 1951, under the chairmanship of Mr. T. M. Mayberry, 
Executive Vice-President of the Firestone Tire & Rubber Co. Ltd. Mr. 
Stikeman predicted a further increase in taxation rates with the corpor- 
ation tax bearing the greatest burden. Members of the Bar Association, 
the Chartered Accountants Institute, and the National Office Managers 
Association were invited to hear the address. Mr. Stikeman was introduced 
by George Moller, and after a lively question period a vote of thanks was 
proposed by Harold Wright. 

His Worship, Mayor L. D. Jackson gave a brief address regarding 
taxation and reassessment, and concluded with the thought that whatever 
was left of the taxpayer’s dollar after the Dominion and Provincial gov- 
ernments were through, the City would take. 


OTTAWA CHAPTER 

The Chapter held its first meeting at the Alexandra Hotel. The 
guest speaker was Mr. A. E. Bishop, senior partner of P. S. Ross & Sons, 
Chartered Accountants, Montreal, who discussed the question of “Effective 
Use of Cost Standards”. He pointed out that statements prepared for 
the management are usually not written so that the management can under- 
stand them. For this reason, statements should be simplified and prepared 
for all levels of management down to the foreman. Accounting efficiency 
is only possible if good standards are established and actual performance is 
measured against the objective. Mr. Bishop also pointed out the necessity 
of breakdown that is generally called overhead, between indirect labor 
and general overhead. 

The speaker was introduced by Mr. A. A. Stearns and was thanked 
by Mr. L. L. Connor. 

Mr. C. B. Watt, Past Chairman of the Ottawa Chapter, was pre- 
sented with a silver tray in recognition of his three years as chairman of 
the Ottawa group. 

Mr. C. A. Miller was presented with an R.I.A. degree certificate by 
Mr. J. Benson, Ontario Society President. 

The meeting was well attended and was told of the efforts in con- 
nection with the Carleton College courses. 


TORONTO CHAPTER 
The 1951-52 season opened in a very pleasing manner on Thursday, 
October 11th at the Oak Room, Union Station, with a very instructive 
and interesting paper by Mr. A. Maxwell Henderson, O.B.E., C.A., 
Secretary-Treasurer of Distillers Corporation, Seagrams Limited, under 
the subject of Financial and Accounting Control in the Distilling Industry. 
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While the attendance was not up to the usual standard, possibly due 
to the splendid weather which we are enjoying in Toronto at the present 
time, we would point out that those who were not in attendance 
missed a very excellent and instructive report given by the speaker. An 
extensive and particularly interesting discussion followed in the question 
period, and no doubt the members left with a more thorough knowledge of 
“liquid assets” than they had before. 

The 1951-52 programme promises some very interesting papers pre- 
sented by various prominent speakers, and consequently we in Toronto 
feel that this will be another banner season. 


TORONTO CHAPTER — STUDENTS SECTION 


The Student Section of the Toronto Chapter opened its 1951-52 
season with a well attended meeting at the Hearthstone. 

Mr. R. H. Metcalfe, R.I.A., Vice-President in Charge of Administra- 
tion, Massey-Harris Co. Limited, Past President, Ontario Society, and Mr. 
S. A. Norman, C.P.A., R.IA., partner, Pye, Smith, Norman and Company, 
were the speakers. 

Mr. Metcalfe’s address “To the Students” outlined the origin of our 
society, and its growth during the past 30 years. The value of our 
course, and the R.I.A. degree, to the student to-day, and the student’s 
contribution to Industry to-day and in the future, were very forcibly 
brought out in the address. 

Depreciation was the topic of Mr. Norman’s “General Accounting” 
address, and this complex subject and its accounting treatment was clari- 
fied in a very interesting way, comparing two companies using different 
methods. 


VICTORIA CHAPTER 


The Victoria Chapter of the Society of Industrial & Cost Accountants 
held their opening meeting of the 1951-52 season, on Wednesday, October 
10th, at the Empress Hotel. 

Mr. Clifton H. Davis, R.I.A., Provincial Secretary for B.C., outlined 
the Society’s courses, leading to Registered Industrial Accountant (R.I.A.) 
qualification, which were available at Victoria College. Those present were 
then invited to ask questions on any points which appeared to be obscure. 

Following the question period, Professor R. T. Wallace, Director of 
Evening Classes at Vicioria College, expressed pleasure in being able to 
place at the disposal of the Society, and other groups, in the evening, 
facilities for study available at the College. The success of Professor 
Wallace’s desire that those unable to take daytime classes, may have an 
opportunity to do so in the evenings, can be measured by the scarcity of 
parking space at night, near the College. 

Mr. Clifton H. Davis gave a paper entitled “Installing a Costing Sys- 
tem in a Foundry and a Machine Shop”. The fact that Mr. Davis had 
installed this system in the course of his business as a Cost Consultant, and 
his step-by-step description of the installation, provided the audience, which 
was mainly composed of students, with an insight into the extent and 
interest which work in their chosen profession provides to the qualified 
man. 
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‘@C & M ROUND-UP ¢ 


By N. R. BARFOOT, R.1.A. 


pt 








EXPORTS 


Canadian domestic exports rose to an all time high in July of 374.5 
millions — a gain of 47.6% over last July’s figure of 253.7 millions. 


PRODUCTION TRENDS 


The total output of goods and services, excluding agriculture was 
approximately 10% greater in the first half of 1951 than in the first half of 
1950. A comparison of the gains by actual category over 1951 shows:— 


GCM access accede sc se 68.9% 
So i te eC OE AUPE ret ee terror rtctT tr 18 % 
BO acer ea PRMD ode oicoiadn sce sasde cece oe 16 % 
been ta Sacre ivan thie 20 se2 sconces cccsecerse ord reetoese Gee 13 % 
Meera 5 coo a cvs serous Seeds auceiaaea peeeat enecrePA setae 11 % 
CerimOme te 56s s2ihcces sce ihre 8 % 
MR AANA 5-02 350 eiceec bans cad sete aa 8 % 
NECN osc okss5 cseiccacakeccesada cssesastapea ee Rt eee 5 % 


The most important element of total output is manufacturing, which 
accounts for one-third of all non-agricultural output of goods and services. 

A comparison of month by month for 1950 and this year shows dis- 
tinct acceleration in 1951 during every month except June, when a sharp 
deceleration occurred. There was no recession in Canada in 1949 as in 
the U.S. so that the rise has been continuous — since War end. The dis- 
tinct peaks appearing this year are, therefore, quite a remarkable com- 
mentary on the progress of the Canadian economy. 


NATURAL RESOURCES — 1951 


The 1951 construction boom is due in a large degree to our develop- 
ment of natural resources. 
The ten major construction jobs started this year demonstrate this in 
ample fashion:— 
1. Power Plant, Smelter & Town Site, Kitimat, B.C., Aluminum 
Co. of Canada, cost 160 millions. 
2. Power Development, Niagara Falls, Ontario; Ontario H.E.P.C., 
cost 157 millions. 
3. Chemical Plant, Edmonton, Alta., Canadian Chemical, cost 58 
millions. 
4. Steel Plant, Hamilton, Ontario, Steel Co. of Canada, Limited, 
cost 50 millions. 
5. Pulp Plant, Vancouver Island, B.C., Elk Falls Co. Ltd., cost 22 
millions. 
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6. Oil Refinery, Sarnia, Ontario, Canadian Oil Companies Ltd., cost 


18 millions. 
7. Mine Development, Lynn Lake, Man., Sherritt Gordon Mines 


Ltd., cost 16 millions. 

8. Railway, Sheridon to Lynn Lake, Man., Canadian National Rail- 
ways, cost 15 millions. 

9. Power Plant, Peribonka River, Que., Aluminum Co. of Canada, 


cost 13 millions. 
10. Oil Refinery, Sarnia, Ontario, Imperial Oil Ltd., cost 9 millions. 


GOLD CONTROLS 
The International Monetary Fund has lifted its curbs on selling of 
gold for industrial purposes for more than the official U.S. rate ($35.00 an 


ounce). 

The Canadian Mining Industry is more than interested as it may 
well enable it to sell a portion of its output at a premium. 

South Africa, which hasn’t been abiding by the restrictions, has sold 
fabricated gold as high as $51.00 per ounce. 

Any assistance by increased sales price will be of great assistance to 
the Canadian Gold Mining Industry. 


PULP AND PAPER STATISTICS 
The industry will employ 54,000 people in 132 mills in 1951 with 
production worth 1 billion. 
In 1937, 26,000 employees worked in 103 mills and production was 


worth 175 million. 

Over 8.5 million tons of wood pulp will be produced in 1951. Under 
4 million tons were produced in 1931. 

5.5 million tons of newsprint, well over one-half of the total World 


production will be produced in Canada this year. 


DEPARTMENT STORE SALES 


Sales in Canada’s major Department Stores are off 20% compared 
to last year this time. 
Usually the level of labour income (up 19%) is reflected in retail 
buying. 
Reasons given are:— 
Heavy buying last Fall and Spring. 
Consumer is saving more, both by saving accounts and debt 
reduction. 
Consumer may be anticipating lower prices. 
Income Tax is taking more income. 
The lag, however, is viewed as a breathing spell, only, by retail 


experts. 
HEALTH SERVICES 


The Blue Cross Plan for Hospital Care has paid out 50 millions in 
hospital benefits since its inception in 1951. 

Eighteen thousand hospital bills are accounted for each month. 

Twenty thousand patients are hospitalized each month at times. 

9.8 millions was paid for hospital service in the first 8 months of 1951. 
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CURRENT ARTICLES OF INTEREST TO INDUSTRIAL ACCOUNTANTS 


ACCOUNTING 
MORE USEFUL ACCOUNTING FOR INDIRECT COSTS, by A. S. Sapega — N.A.C.A. 
Bulletin, September 1951, Section 1. 
ACCOUNTING FOR EXECUTIVE CONTROL, by Monard V. Hayes. 
ROADBLOCKS IN THE PATH OF ACCOUNTING, by Percival F. Brundage — Harvard 
Business Review, September 1951. 
GETTING ACCOUNTING OUT OF ITS STRAIT JACKET, by Elmer L. Lindseth — The 
Controller, September 1951. 
ASSETS 
CONTROL OF ASSETS (CONCLUDED), by W. G. Leonard — The Canadian Chartered 
Accountant, September 1951. 
REPLACEMENT COST AS A BASIS FOR DEPRECIATION, by F. K. Wright, B.Comm. — 
The Federal Accountant, June 1951. 
CASE STUDIES IN AUDITING PROCEDURE — American Institute of Accountants. 
CREDITS AND COLLECTIONS 
COLLECTION PRACTICES AND CUSTOMER ATTITUDES, by W. L. Child — The 
Canadian Chartered Accountant, September 1951. 
DEPRECIATION 
REPLACEMENT COST AS A BASIS FOR DEPRECIATION, by F. K. Wright, B.Comm. — 
The Federal Accountant, June 1951. 
EXECUTIVE COMPENSATION 
INCENTIVE COMPENSATION FOR EXECUTIVES, by Arch Patton — Harvard Business 
Review, September 1951. 
FINANCIAL STATEMENTS 
LONG-TERM DEBT IN FINANCIAL STATEMENTS, by Robert O. Berger, Jr., C.P.A. — 
The Journal of Accountancy, September 1951. 
DISCLOSING FIXED-ASSET COMMITMENTS IN STATEMENTS, by P. N. Wehr, Jr., 
C.P.A. — The Journal of A tancy, September 1951. 
HOSPITAL ACCOUNTING 


THE ECONOMICS OF HOSPITAL SERVICE, by Herbert E. Klarman — Harvard Business 
Review, September 1951. 





INCENTIVES 

INCENTIVE COMPENSATION FOR EXECUTIVES, by Arch Patton — Harvard Business 
Review, September 1951. 

“MOVING AVERAGE” FOR GROUP INCENTIVE IN JOB SHOP, by Paul Broadstone — 
Factory Management and Maintenance, September 1951. 

INTERNAL AUDITING 

APPLICATION OF INTERNAL AUDITING PROCEDURES TO SHOP OPERATIONS, by 
Leonard B. Tuttle — The Internal Auditor, September 1951. 

REPORT OF RESULTS OF 1950-51 SURVEY BY COMMITTEE ON INTERNAL AUDITING 
PRINCIPLES AND PRACTICES — The Internal Auditor, September 1951. 


INTERNAL CONTROL 


INTERNAL CONTROL AND THE INTERIM AUDIT, by Joseph Recht, C.P.A. — The New 
York Certified Public Accountant, July 1951. 
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MACHINE TOOLS 


HOW THE AUDITOR CAN ASSIST MANAGEMENT IN REPORTING ON AUDITS OF 
FACTORIES AND BRANCHES, by J. P. Glaser — The Internal Auditor, September 
1951. 

THE ACCOUNTANT’S PART IN CREATIVE MANAGEMENT, by J. W. Gladson — 
N.A.C.A. Bulletin, September 1951, Section 1. 

HUMAN RELATIONS WITH MANAGEMENT, by Glenn T. Bodman — The Internal 
Auditor, September 1951. 

MANAGEMENT 

GETTING ACCOUNTING OUT OF ITS STRAIT JACKET, by Elmer L. Lindseth — The 
Controller, September 1951. 

MECHANICAL EQUIPMENT 

BOOKKEEPING MACHINES, by Graham A. Chambers — The Canadian Chartered 
Accountant, September 1951. 

NORMAL CAPACITY 

THE NORMAL OUTPUT STANDARD OR FULL CAPACITY, by Kenneth Grant, C.A. — 
The Accountants’ Magazine, August 1951. 

OVERHEAD 
MORE USEFUL ACCOUNTING FOR INDIRECT COSTS, by A. S. Sapega — N.A.C.A. 
Bulletin, September 1951, Section 1. 
PRODUCTION CONTROL 
CASES IN METHODS IMPROVEMENT, Perfection Stove Company, 13 Shortcuts to 
Higher Productivity — Factory Manag t and Maint e, September 1951. 
PRODUCTIVITY 
THE COST ACCOUNTANT’S CONTRIBUTION TO INCREASED PRODUCTIVITY, by 
Sir Charles Bartlett — The Cost Accountant, July 1951. 
PUBLICATIONS 
CONTROLLING COSTS IN THE PUBLISHING INDUSTRY, by W. T. Gayle — N.A.C.A. 
Bulletin, September 1951, Section 1. 
REPORTS 


THE ACCOUNTANT’S RESPONSIBILITY FOR THE REPORTING OF EVENTS OCCURING 
SUBSEQUENT TO THE BALANCE SHEET DATE, by Joseph A. Wiseman, C.P.A. — 
The New York Certified Public Accountant, July 1951. 


SYSTEMS 
APPLICATION OF INTERNAL AUDITING PROCEDURES TO SHOP OPERATIONS, by 
Leonard B. Tuttle — The Internal Auditor, September 1951. 
TRAINING PERSONNEL 


COUNSELLING EXECUTIVES AFTER MERIT RATING OR EVALUATION — A PROJECT 
IN EXECUTIVE DEVELOPMENT, by Earl G. Planty and Carlos E. Eferson — 
American Management Association. 

TRAINING SUPERVISORS IN HUMAN RELATIONS, by F. J. Roethlisberger — Harvard 
Business Review, September 1951. 

EXECUTIVE TRAINING BY THE CASE METHOD, by Kenneth R. Andrews — Harvard 
Business Review, September 1951. 
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Planning Your Price Structure 
by W. H. POOLE, B.A., M.A. 


Supervisor of Research, Young & Rubicam Limited 


The subject which I have been assigned this afternoon, 
“Planning Your Price Structure”, is indeed a large one and 
many of the problems involved are not easy of solution. As I 
see it, there are two approaches that one could take to this 
subject. The first would be to attempt to cover the whole field 
in a very sketchy manner in order to fit the topic into the pre- 
scribed time limits. The other would be to deal more adequately 
with certain phases of the subject. After some deliberation, I 
decided on the latter approach. 

I thought that, perhaps, your organization — The Society 
of Industrial and Cost Accountants of Canada — would be more 
interested if I were to approach this subject primarily from the 
point of view of market considerations rather than from the 
point of view of cost considerations. Moreover, whatever com- 
petence I may have to handle this subject is much more in the 
former field than in the latter. Consequently, I will touch rather 
lightly on cost-volume relationships in pricing and on the various 
cost concepts and will deal primarily with the market factors 
that must be taken into consideration in planning a company’s 
price structure. There is one point which I think needs to be 
emphasized by way of introduction to my talk this afternoon 
and that is that price competition is to-day only one form of 
competition. Consequently, it is not always easy to recognize 
clearly the existence of a pricing problem. As McNair and 
Hansen have pointed out “good sales volume is not a function 
of low price alone, but is also the result of skillful merchandising, 
good judgment in the selection of distribution channels, ap- 
propriate determination of the margins accorded distributors, 
shrewd choice of brand names and brand policy, and well- 
planned advertising and personal selling efforts.”' In other 
words, we must constantly bear in mind that product policy 
and price setting are closely interrelated problems. For ex- 
ample, one pricing decision that must frequently be made is 
whether to sell above, at, or under the prices of the most di- 
rectly competing products. In order to make this decision a 


Paper presented before the 30th Annual Cost and Management Conference. 
1McNair & Hansen, Problems in Marketing (McGraw-Hill) p. 563. 
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manufacturer must appraise his product advantages and dis- 
advantages in relation to competing products and in doing this 
he must take into consideration such factors as quality, size, 
appearance, packaging, and so forth. Moreover, “decisions con- 
cerning brands and sales promotional strategy must be made in 
order to determine the probable selling and advertising expendi- 
tures, which in the long run must be fitted in with production 
costs in a total that has to be covered by price.” 

From these remarks it is obvious that the business execu- 
tive’s problem is to decide what part price should play in his 
general marketing strategy and the ideal combination is often 
a difficult one to find. 

One further point by way of introduction: throughout this 
discussion I am assuming that the manufacturer has some degree 
of control over price. The basic reason that a manufacturer 
does have some control over price (in contrast to the individual 
farmer who has none) is that manufactured products are differ- 
entiated from one another (again in contrast with agricultural 
products which are not). This fact of product differentiation in 
giving control over price must not, however, be exaggerated for 
there are very few manufactured products that are so distinctive 
that there are no available substitutes. Consequently, a manu- 
facturer must be alert to any price moves which his competitors 
are making. 


Factors in Planning Price Structure Demand 


With these remarks as background, I now want to analyze 
for you some of the factors that must be taken into consideration 
in planning a firm’s price structure. It is a well known fact, of 
course, that prices generally are determined by the market 
forces of demand and supply. There is an extensive literature on 
this subject but, rather than attempt to deal with it in a general 
way, I propose to discuss with you the impact of demand and 
supply in the determination of the prices charged by an indi- 
vidual firm. In doing this, we will first discuss demand and then 
turn our attention to supply. 

Basic to any pricing decision is an appraisal of the nature 
and extent of consumer demand. “To the businessman this in- 
volves determining who the purchasers are, sizing up their buy- 
ing motives and habits, and making quantitative estimates as to 
how many of them are likely to buy in view of his planned sell- 
ing program and current and anticipated competition.”! In 
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brief, the first step in pricing is to make some rough, tentative 
appraisal of market size for a product (or line of products). This 
appraisal will be useful in providing estimates as to probable 
sales volume and will be important later in estimating costs and 
profit possibilities. 


Appraising demand is a difficult task, particularly for new 
products. Nevertheless it is necessary to make an intelligent at- 
tempt at it. The economist’s concept of demand can be useful to 
the businessman. As used by the economist, demand refers to 
both quantities and prices, not to either of them alone. The 
general law of demand may be stated somewhat as follows: 
Other things being equal, the lower the price the larger the 
quantity that consumers will buy. 


Another analytical “tool” developed by economists and 
which is quite useful to the businessman is elasticity of demand. 
To the economist, demand is elastic when, with a larger quan- 
tity offered, the necessary reduction in price is so small that the 
total receipts (the net price times the number of units sold) are 
greater for a larger quantity than for a smaller one; and demand 
is inelastic when, with a large quantity offered, the necessary 
reduction in price is sufficiently substantial to make the total 
receipts smaller. If exactly the same total receipts are forth- 
coming no matter whether the price moves up or down, de- 
mand is said to have unit elasticity. Of course, the elasticity of 
demand for a particular commodity may vary; ie. the same 
commodity might have an elastic demand for one range of prices 
and quantities and an inelastic demand for another range of 
prices and quantities. 


Although these terms are not commonly used by business- 
men, they do make “business sense”. The manufacturer who is 
contemplating a price change wants to know what the effect will 
be on his dollar sales volume and a correct appraisal of elasticity 
of demand is necessary in order to choose that price which will 
give the optimum volume of sales. Estimating elasticity of de- 
mand is not easy but some attempt must be made if a satis- 
factory price policy is to be evolved. 


Probably the most useful approach to this problem is to 
consider the conditions under which the demand for a com- 
modity will be elastic. In other words, we must attempt to 
answer the question: Under what conditions will a lowering of 
price lead to a considerable increase in volume of sales? The 
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in this area.”? 


Supply 


and sometimes not at all.” 


McNair & Hansen: Readings in Marketing, p. 601. 
364 










































only general answer possible is that elasticity depends upon the 
desire for the commodity and upon the substitutes for it. If the 
desire for a commodity is especially urgent, a higher price will 
not result in a great decrease in the quantity sold unless there 
are many substitutes available. If there are many substitutes 
available, a lower price will result in the commodity’s replacing 
them, and a higher price will result in the commodity’s being 
replaced by them, provided the prices of the substitutes do not 
change at the same time and to the same extent. The most im- 
mediate substitutes for the product of any company are the 
products of its competitors. It follows that the more highly 
competitive is the situation of a company, the greater is the 
elasticity of demand for its product. In practice an accurate 
estimate of the probable response of volume to price changes is 
extremely difficult. “The problem is clearly one of business 
judgment, not to be solved by any simple formula. Yet the 
practical difficulties of judging elasticity must not lead to dis- 
missing the problem as arbitrary guesswork, for much of the 
success of an enterprise depends upon sound business judgment 





So much for our considerations on “demand” for the mo- 
ment. We now turn our attention to problems of “supply” and 
this leads directly into considerations of cost. In the article 
referred to previously, McNair & Hansen have said: “While 
factors affecting the cost aspect of pricing often lend themselves 
to more accurate measurement than those affecting demand, 
conclusive facts as to cost are also to be arrived at with difficulty, 





As mentioned previously, I do not propose to deal with the 
broad subject of cost-volume relationships, or with the various 
concepts of cost (such as fixed, variable, average, marginal, etc.), 
or with the balancing of demand and cost factors through the 
calculation of “break-even” points. Important as these con- 
siderations are in pricing, it is not on these aspects that I want 
to place the emphasis this afternoon. There is, however, one 
important generalization on cost-price relationships that I would 
like to mention in passing. In the long run, selling price must 
cover cost if the supply of a product is to be maintained. As 
you are no doubt aware, there is considerable disagreement as 
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to the meaning of “cost”. Inasmuch as the cost of a product is 
the result of a great many factors, including judgment and 
opinion, it is likely that there will always be some measure of 
disagreement as to its meaning. However, whatever may be the 
exact meaning of cost, the fact remains that cost and supply are 
closely interrelated. If, in the long run, cost is not covered by 
selling price, the supply of a commodity will diminish. The 
following quotation states the proposition clearly: “The most 
important relationship of cost and selling price is that the cost 
at any given time represents a resistance point to the lowering 
of price. In time, if reductions in cost do not keep pace with 
reductions in selling price, the supply of a given commodity will 
be reduced.”* 


Such general statements on cost-price relationships, al- 
though economically sound, give very little guidance to a busi- 
ness executive for pricing policy. I would like then at this 
point to discuss, very briefly, some important aspects of the role 
of cost in setting prices. Mr. Joel Dean in an excellent article 
appearing in the Journal of Marketing (January, 1949) under 
the title “Cost Forecasting and Price Policy” has this to say: 
“Only in the last decade have economists had sense enough to sit 
at the feet of businessmen and try to find out systematically 
how executives really go about setting prices. Two studies of 
this type have been made in England, and two comprehensive 
ones have been under way for several years in this country. 
The most striking finding is that an overwhelming majority 
of businessmen say that they set prices on the basis of a cost 
plus a fair profit. By ‘cost’ they usually mean full cost at current 
levels. By a ‘fair profit’ it is hard to know what they mean. No 
one ever seems to want more than a fair profit ... The respond- 
ents probably tend to overstate the rigidity of this pricing rule, 
for many of them introduce the afterthought of ‘adjustment to 
take account of competitive conditions.’ Hence the cost formula 
may be a pricing ideal which is actually attained less frequently 
than these surveys indicate.” 

Dean then goes on to say that “the popularity of the cost- 
plus method does not necessarily mean that it is the best method 
available.” He supports his contention by pointing out that, in 
most situations, it is the wrong attack on the pricing problem for 
several reasons: (1) It ignores demand. What people will pay 


1C, B. Nickerson, ‘The Cost Element in Pricing’’ (Harvard Business Review, Summer, 1940). 
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for a product bears no necessary relationship to the costs in- 
curred by the manufacturer. (2) It involves circular reasoning: 
unit cost depends on volume but sales volume depends on price 
charged. (3) It fails to adequately reflect competition. Buyers’ 
alternatives in the form of substitute products are all omitted 
from this simple formula and the effect of price upon rivals’ re- 
actions and upon the birth of potential competition is also ne- 
glected. (4) It concentrates on the wrong cost. Not current cost 
and certainly not past cost but forecasts of future costs are 
needed for the limited role of costs in setting prices. 

According to Dean the dominant factor in pricing should be 
“the estimated effect of price on sales volume, the effect on 
buyers’ actions and attitudes, rivals’ reactions, potential com- 
petition, etc.” If this proposition is accepted, cost estimates 
must play a secondary facilitating role in pricing. What, then, 
we may ask are the valid uses of costs in pricing? Dean main- 
tains that the uses of cost estimates fall into three groups: 

(1) They may be used to measure the effects of alterna- 
tive prices upon profits. “Measurement of the effects of pro- 
posed prices on profits presupposes estimates of expected vol- 
ume at different prices. But cost estimates are an essential 
element in choosing between proposed prices, since they make 
it possible to project and compare the probable profits from 
alternative price-volume combinations . .. This can be done by 
drawing up comparative operating budgets that show the prob- 
able earnings that will result from each potential price under 
consideration. To get these comparative budgets, cost pro- 
jections based upon the relationships of cost to output rate, 
plant size, technology, price levels and to other-conditions are 
needed.” 

(2) Cost estimates can be useful in predicting what people 
will do in response to a proposed price. There are several 
aspects to this but I will mention only one to illustrate the 
point; namely, predicting impacts on potential competition. “The 
effects that your price will have upon entry into your industry, 
and upon expansion is a long-term factor of importance in pric- 
ing. You can price competitors into your market as well as 
yourself out of it. Here again cost estimates are useful in guess- 
ing the effect of your price upon unknown competitors.” In this 
connection, it is important to note that, in making estimates of 
potential competitors’ costs, one should consider any changes due 
to new technology for “costs of existing plants are sometimes 
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significantly higher than those of new entrants with up-to-date 
technology.” 

(3) Cost is frequently used to justify a course of price 
action already decided upon. Probably the best example here is 
costs submitted by public utilities to regulatory commissions in 
their application for price adjustments. Costs may be used also 
(as they have quite frequently in recent years) to convince cus- 
tomers that a price rise is “necessary”. 

Dean has pointed out in the article referred to previously 
that frequently the relation of cost to price is, in practice, in- 
verted. The problem is to tailor costs to fit a pre-determined 
selling price. Probably the most common use of this technique 
is in firms developing new products, e.g. chemical firms. The 
problem is to develop a substitute product which will capture 
the market held by, let us say, a specified chemical in a specific 
industrial use. “This means that the unknown chemical must 
sell at a pre-determined displacement price, and that the guide 
for the entire process of product search, development, production 
and costing is a pre-determined price.” 

Of course, this approach cannot be used indiscriminately in 
all situations but, as Dean pointed out, it has important pricing 
lessons for most manufacturers. “First, it starts with market 
price realities and looks at the problem from the viewpoint of 
what the buyers want and will pay for. Second, it views the 
sellers’ costs as susceptible of reduction — not as immutable 
facts. Third, it views the product not as sacred but as a modi- 
fiable vehicle for satisfying specified consumer wants.” 


Pricing New Products 


So much then for the question of cost-price relationships. 
I would like now to tie together some of the points which I have 
already made and, in order to do this, I propose to discuss with 
you some of the major problems involved in pricing new pro- 
ducts. I feel that the main points I want to emphasize this after- 
noon can best be presented by considering the various steps 
involved in establishing pricing policies for new products. 

It should probably be pointed out that a new product goes 
through a cycle and that, in the various phases of the cycle, 
changes occur in price elasticity, in costs of production, and in 
distribution. It is obvious that these changes call for adjustment 
in price policy. What are the phases of the cycle? In another 
useful article on pricing (“Pricing Policies for New Products”, 
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Harvard Business Review, November, 1950) Joel Dean gives 
a very good summary of the cycle. “New products have a pro- 
tected distinctiveness which is doomed to progressive degenera- 
tion from competition inroads, The invention of a new market- 
able specialty is usually followed by a period of patent pro- 
tection when markets are still hesitant and unexplored and when 
product design is fluid. Then comes a period of rapid expansion 
of sales as market acceptance is gained. Next the product be- 
comes a target for competitive encroachment. New competitors 
enter the field, and innovations narrow the gap of distinctiveness 
between the product and its substitutes. The seller’s zone of 
pricing discretion narrows as his distinctive ‘specialty’ fades into 
a pedestrian ‘commodity’ which is so little differentiated from 
other products that the seller has limited independence in pric- 
ing, even if rivals are few.” 

The rate at which the new product moves through the cycle 
depends, aside from technical factors, on (i) the rate of market 
acceptance and (ii) ease of competitive entry. With respect to 
market acceptance, it is a well-known fact that some products 
are accepted more readily by consumers than others. For some 
products there is quite a rapid “catch-on” (e.g., margarine) while 
others seem to lag (e.g., electric blankets). Ease of competitive 
entry depends to a very large extent on the effectiveness of 
patent protection and on the size of the investment necessary to 
produce the product. 

In any case, the pricing problems commence when a com- 
pany finds a product that is “a radical departure from existing 
ways of performing a service”. The range of pricing discretion 
depends on the degree to which the product is temporarily pro- 
tected from competition (e.g., patents, production secrets, con- 
trol of materials, etc.). Let us then examine briefly the main 
factors that a manufacturer must take into consideration in 
setting his price in the pioneer stage. 


Estimating Demand 


As pointed out before, the first step is to make an estimate 
of demand; that is, some attempt must be made to answer the 
questions: How much of a new product will consumers be likely 
to buy and how much will they be willing to pay for it? Of 
course, these questions are closely related, for estimating de- 
mand means estimating how much of a commodity can be sold 
at each price in a range of prices. 
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The first step in estimating demand is to explore the prefer- 
ences and desires of consumers. This is necessary in order to de- 
termine the number of potential buyers. Every bit of infor- 
mation bearing on the subject must be obtained and it is here 
that consumer research can play a useful part. A study of the 
Canadian market for margarine by a large food manufacturer 
was one of the most exhaustive studies on demand that have 
been undertaken in this country. In this study, marketing re- 
search played a major role. 

The second step is to analyze the competitive range of 
price. Here the experience of selected dealers can be of invalu- 
able assistance. They have had a lot of experience with con- 
sumers and frequently have a very good idea as to what price 
would make a new product “a good value”. In my opinion, we 
cannot expect much assistance from consumer research at this 
point for most people have only the vaguest notion as to how 
much they would be willing to pay for a new product. It is 
possible, however, to use test markets and to place the product 
at different prices in the different markets. Although the two 
methods mentioned here are not entirely satisfactory, they can 
yield general impressions of price elasticity which may be useful 
guideposts for pricing decisions. 

The third step in estimating demand, as Dean points out, 
is “to consider the possibility of relatiation by manufacturers of 
displaced substitutes in the form of price cutting. This develop- 
ment may not occur at all if the new product displaces only a 
small market segment. If old industries do fight it out, however, 
their incremental costs provide a floor to the resulting price com- 
petition and should be brought into price plans.” 

There are several other aspects to estimating demand but 
time does not permit further discussion of this topic. We turn 
then to the second main consideration in setting price in the 
pioneer stage, ie., the setting up of “market targets”. When the 
company has developed some idea of the range of demand and 
the range of prices that are feasible for the new product, it is in 
a position to make some basic strategic decisions on market 
targets and promotional pians. A primary factor here is the 
expected behavior of production and distribution costs. “Many 
different projections of costs will be made, depending on the 
alternative scales of output, rate of market expansion, threats of 
potential competition, and measures to meet that competition 
that are under consideration.” But these factors and the decision 
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that is made on promotional strategy are obviously interde- 
pendent and you may well ask: Are we not involved in a circular 
problem? The answer is “Yes, but only to a limited extent.” An 
important point to bear in mind is that “scale economies become 
significantly different only with broad changes in the size of 
plant and the types of production methods ... and this narrows 
the range of cost projections to workable proportions.” The most 
vulnerable point of the circle is probably the decision on pro- 
motional strategy. Therefore, the next step in the pricing process 
is a plan for promotion. 


Promotion and Distribution 


I do not want to enter into a discussion of promotional 
strategy but I would like to emphasize in passing that the basic 
problem is to find the right mixture of price and promotion to 
maximize long-run profits. The manufacturer of a new product 
_ has two choices. “He can choose a relatively high price in 
pioneering stages, together with extravagant advertising and 
dealer discounts, and plan to get his promotion costs back early; 
or he can use low prices and lean margins from the very outset, 
in order to discourage potential competition when the barriers of 
patents, distribution channels, or production techniques become 
inadequate.” 

The next step involves the choice of channels of distribu- 
tion and in this connection I want to emphasize only one point 
— an important point and one which is sometimes overlooked. 
Estimation of the costs of moving the new product through the 
channels of distribution to the final consumer must enter into 
the pricing procedure, since these costs govern the factory price 
that will result in a specified consumer price, and since it is the 
consumer price that matters for volume. This involves the prob- 
lem of selecting channels of distribution and setting the dis- 
tributive margins. The distributive margins may be just large 
enough to cover the distributors’ costs of handling the goods 
(plus a profit) or they may be large enough to cover this plus 
something to allow for promotional effort on the part of the dis- 
tributors. The manufacturer then has to decide whether he 
wants to keep the whole promotional effort in his own hands or 
whether he wants to pass along some of the responsibility to the 
distributors. In any case, the setting of the margins becomes an 
integral part of the manufacturer’s pricing problem. 
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Aside from the previous considerations, there is a major 
decision that must be made in pricing a new product, that is, 
whether to decide on a policy of high initial prices that “skim 
the cream of demand” or a policy of low prices from the outset 
serving as an active agent for market penetration. Now, some 
new products have had considerable success with a policy of 
relatively high prices, coupled with heavy promotional ex- . 
penditures, in the early stages of market development. Why, 
we might ask, has such a policy been successful? There are no 
doubt many reasons but I would like to mention only two or 
three of what appear to be the more significant ones. 

In the first place, “demand is likely to be more inelastic 
with respect to price in the early stages than it is when the 
product is full grown.” This is particularly true for consumers’ 
goods. For example, as Dean points out, the electric blanket is 
not yet accepted as part of the expenditure pattern. Secondly, 
and this is an important consideration, “launching a new product 
with a high price is an efficient device for breaking the market 
up into segments that differ in price elasticity of demand.” The 
initial high price serves to skim the cream of the market which 
is relatively insensitive to price. Subsequent price reductions 
tap successively more elastic sectors of the market. The suc- 
cessive editions of books exemplify this pricing device. Thirdly, 
this policy has the added advantage in that a high initial price 
serves as a “refusal” price during the stage of exploration. For 
a manufacturer facing an unknown elasticity of demand for a 
new product this can be a very useful piece of information. 

Now, what are the arguments in favor of the alternative 
policy, i.e., a policy of low price from the beginning? The prin- 
cipal argument is that low prices are a means of penetrating 
mass markets early. But we must next ask: “What conditions 
warrant aggressive pricing for market penetration?” The follow- 
ing conditions indicate the desirability of an early low-price 
policy: “(1) A high price-elasticity of demand in the short run, 
ie, a high degree of responsiveness of sales to reductions in 
price; (2) substantial savings in production costs as the result 
of greater volume; (3) product characteristics such that it will 
not seem bizarre when it is first fitted into the consumers’ ex- 
penditure pattern; (4) a strong threat of potential competition.” 
The latter consideration is particularly important for a firm must 
decide whether to take its gains in a larger share of the market 
rather than in a temporary price premium. 
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Marketing Your Products 
by W. C, STANNARD 


Executive Assistant to the President, Gazette Publishing Co. Ltd. 


If you have faithfully adhered to your published agenda 
you will, by this time, have discussed many of the internal 
problems of Management from both the statistical and humani- 
tarian viewpoints. 

Applying this information to your own business you will be 
in a position to set up a plan of operations which will adequately 
provide the production you need on a basis calculated to yield a 
profit. It remains now to consider disposal of that capacity, for 
Production without consumption is an economic waste. 

So I have been asked to discuss with you, in this last period, 
that important question of Marketing your Product or those 
processes which link your production with the ultimate 
consumer. 

It is to be hoped that this end problem has been uppermost 
in your minds throughout the entire process of internal planning 
and pricing otherwise you may find yourself in the unhappy 
position of having goods without customers which can only 
spell bankruptcy. 

In the course of a study conducted by our company of a 
very sick industry a leading executive volunteered this succinct 
comment: “Too many people who go into business know how to 
MAKE a product better than they know how to SELL a 
product. It is much more important to own a market than to 
own a mill.” 

But because there are some who continue to take it for 
granted that the goods or services planned for production will 
automatically be absorbed in the desired volume, let us first 
orient our thinking in line with to-day’s economy. 

Within the lifetime of most of us the business economy of 
this continent has passed through three distinct cycles each of 
which is presented a major problem. Those problems in se- 
quence have been, Finance, Production and Marketing. 

About the turn of the century the big problem of business 
was one of finance — how to raise the capital necessary to pro- 
duce the goods and services required by a young and expanding 
economy. Apart from such essentials as food, clothing and 
shelter, there was need for development in towns, farms, fac- 
tories, transportation and other services essential to a growing 
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Nation. These things required Capital and, because the risk 
often was great, questions of Finance largely dominated our 
business management councils. 

As this pioneering stage passed and our National economy 
became more stabilized the major problem changed from one 
of Finance to one of Production — how to produce consumer 
goods in increasing quantities. There was little need to worry 
about Markets for our growing population had developed an 
avourous appetite, not only for the essentials of life but also for 
luxuries such as automobiles, telephones, washing machines and 
other new conveniences which our inventive genius and engi- 
neering skills were developing so rapidly. 

It was then generally a case of the more we could produce 
the more would be consumed and the market seemed unlimited. 
So most of the energies of management were applied to the 
problem of improved production methods and thus we entered 
the age of mass production, setting records which astonished 
both ourselves and the world. 

As the number of factories increased a greater volume of 
goods and services flowed into our economic pipeline and more 
and more people obtained these conveniences until we reached a 
stage where demand was no longer unlimited and we had to in- 
telligently study ways of disposing of our steadily increasing 
production. True the markets were still there at home and 
abroad but the volume and intensity of competition for con- 
sumer dollars had become so great that few really cared whether 
our particular goods or services were available or not. 

In short the days of waiting customers had gone and de- 
mand was no longer something to be taken for granted but some- 
thing which had to be fostered, created, demonstrated and con- 
tinually promoted in order to obtain the sales volume essential 
to efficient operation. 

And so we entered the era of competitive merchandising 
when Management’s main problem became one of Marketing. 
For it was then clearly apparent that, however sound the fiscal 
and production policies of a company might be WITHOUT 
SALES THEY WERE BANKRUPT and marketing ability be- 
came important and essential to success. 

Unfortunately because of preoccupation with finance and 
production many firms had not developed marketing skills suffi- 
ciently to meet this new problem. Management had accepted 
the functions of selling and advertising as luxuries or necessary 
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evils but appreciation of their real power and effectiveness was 
pitifully small. 

So when the simple expedient of beating a drum no longer 
brought a rushing hoard of anxious customers many became 
panic-stricken and, at the very time when we needed them most, 
sales and advertising efforts were drastically curtailed as we 
entered the depression of ’29 -’30. 

Since then we have realized that Marketing is as important 
to any business as Finance and Production and we have taken 
time to study and develop this side of our businesses to bring the 
equation of Finance, Production and Marketing into proper har- 
mony and balance. 

The results have been self-evident since the war then in 
spite of shortages, regulations and continued warnings ‘Look for 
a recession next year’ Canadian business has continued to grow 
year by year until our volume of trade has reached and held 
the highest levels in our history. 


What Is the Position To-day? 


It has been said by many eminent economists that the key 
to future progress lies in increased production. Production that 
will maintain full employment, supply increasing demands and 
arrest the threatening spiral of inflation. Now to this has been 
added the production requirements of our defence programme. 

So to-day there are some ready to again relegate Marketing 
to the background with the false assumption that demand is 
again automatic and unlimited whatever we care to produce. 

In my judgment this is the greatest danger our country 
has ever faced and to yield to such thinking would so weaken 
our economy as to bring Canada toppling down to defeat as 
surely as if an invading army swept victoriously from coast to 
coast. Let us look at the position rationally. The enemy we 
face to-day seeks only one thing—the destruction of democracy. 
This they can achieve on one or both of two fronts — the eco- 
nomic front and the military front. If for one moment they felt 
sure that Military aggression was the quickest and surest means 
to their ends then make no mistake they would immediately 
attack. But they are not sure and every day in the development 
of our defence programme makes that path less inviting to 
them. But they can achieve their goal just as effectively, and at 
considerably less cost, through our economic front and some- 
times I feel that the episodes in Greece, Korea, Indo-China and 
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now Iran are deliberately planned diversions to draw our at- 
tention and strength away from the economic front through 
which it is their real intention to strike. 

For the Communist realizes what we ourselves seldom 
admit, that the heart and life blood of our democratic economy 
is Trade — the exchange of goods, commodities and services at 
a profit. 

Through trade we create the wealth necessary to finance 
our advancement in education, medicine, science, social services 
and all fields of endeavour in addition to financing our Govern- 
ments and all their public works and defence programmes. 

If that heart ceases to function or the lifeblood to flow then 
our economy collapses and democracy dies for we would have 
neither the strength or will to resist our common enemy. It is 
therefore our responsibility and duty to see that Canada is 
strong to defend herself on either front be it military or eco- 
nomic and while producing the materials essential to our defence 
programme at the same time to keep our domestic economy 
strong. 

In short we are in a position similar to that of the early 
pioneer who tilled his land with hands on the plow and a rifle 
across his back ready to defend himself against any hostile 
attack but, in the meantime, steadily persevering in his peaceful 
occupation. If that pioneer had given all his attention to defence 
he would have starved to death. Similarly if he had been un- 
prepared to meet aggression he would have died with an arrow 
in his back. 

So our Problem and challenge to-day is to keep Canada 
strong and prepared on both the military and economic fronts 
and neglect of either would be National suicide. 

In that attitude let us approach this question of Marketing 
your product with the seriousness and urgency it demands. 

* * * * 


Marketing embraces all those functions of business between 
production and consumption including distribution, selling, ad- 
vertising and interrelated functions. 

Because, in this process, we must deal largely with that 
abstract uncertainty known as human behaviour, the methods 
and means of successful marketing will never be resolved into 
such precise formulae as are possible in costing, accounting, 
engineering, etc. 
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Nevertheless, experience and study have established many 
reliable yardsticks and guide posts to enable us to develop a 
plan of Marketing which, within reasonable limits, can be 
operated predictably. Experience has also shown us certain 
pitfalls which must be avoided to attain success. 

For example we know that to create consumer demand 
without adequate distribution; to run good advertising without 
supporting product quality; to establish an attractive selling 
price without fair trade margins and other practices can lead 
to failure in any marketing programme. 

Similarly we have learned that in this business of Market- 
ing the desires and wants of the CONSUMER must prevail and 
the supplier who attempts to direct his marketing strategy by 
his own personal likes and dislikes is only inviting trouble and 
costly failure. 

Let us now study briefly the essential steps in a sound 
Marketing policy and programme. 

The starting point of any sound Marketing programme is 
knowledge based on FACTS. 

Facts about the product and its performance, facts about 
the market, the consumer, the competition, the trade and all 
factors which may influence the sale of our production. Such 
facts must be based as far as possible on honest appraisal un- 
coloured by opinions or guesswork but viewed with that same 
realism you would apply to costing and manufacturing 
procedure. 

The avenue of such facts is Research — a most valuable 
tool in any marketing programme. But just as the most modern 
calculating machine can give you the wrong answer if you press 
the wrong button so also can research give misleading answers 
unless conducted and interpreted with skill and understanding. 

Next comes your product and do not for one minute mini- 
mize the importance of building into that product honest value 
and qualities which will not only satisfy the initial purchase but 
build what is essential to profitable operations — repeat orders. 

It has been well said that no sale is complete until the 
customer buys AGAIN and while there may be exceptions in 
the heavy goods or luxury trades, with most consumer items 
experience indicates the first sale often shows a loss, and real 
profits come only from repeat sales. 

This repeat business depends entirely on product per- 
formance so appraise your product honestly in terms of design, 


376 














MARKETING YOUR PRODUCTS 


utility, convenience, service, packaging and all factors which 
may influence its purchase and repurchase guided always by 
the wants and desires of the consumer and not your production 
desires or preferences. 

In product design and packaging we must think also of the 
trade to make handling simple and display or demonstration 
easy and effective. How many a product has remained dormant 
on a dealer’s shelf for want of a better package. How many a 
good product has failed to attract the consumer because it is 
difficult to use or apply. How often has faulty pricing spoiled 
good marketing opportunities. 

We could spend profitable hours discussing questions of 
product but while there is not time here for such details be sure 
to MAKE time — all the time necessary — in your own opera- 
tions to assure that the product is right before proceeding further 
in any marketing programme. 

For while hucksters may claim that smart selling or clever 
advertising will sell any product to anyone, anytime the fact 
remains “you may fool some of the people some of the time but 
not all of the people all of the time,” so if you’re planning to 
continue in business and build for repeat customers see first that 
your product is made right, presented right and priced right. 

Given the right product our next logical step is DEFINI- 
TION OF THE MARKET — its nature, size and location. 

To whom can we sell? In what age or economic group do 
prospective customers fall? Where are they located? How many 
are there? What volume can they consume? How much of the 
market can our productive capacity serve? What competition 
must be met? Without a realistic appraisal of the market based 
on factual answers to such questions no production schedule can 
be planned with confidence nor can any efficient plan of Market- 
ing be developed. 

While this may sound very elemental how many companies 
have gone forward with marketing plans based upon such 
generalities as “everyone can buy our product”, or National 
plans instigated when only localized distribution is possible. 
Here we come again to the need for facts — not obsolete facts 
or ancient generalities but up-to-the-minute facts projected to 
establish possible developments in the Market as plans swing 
into action. 

It is amazing sometimes to realize how superficial is our 
knowledge of the Markets we serve or could serve — how little 
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our salesmen really know about the territory they cover. Vivid- 
ly I recall two experiences when I first came East from Van- 
couver. (Ste. Agathe, Birks.) 

And to-day how much do we really know of the recent 
changes in the characteristics of this Canadian market — the 
migratory trends of our population — the absorption of immi- 
grants — the developments in Alberta, Sept. Isle and the pos- 
sible effect of these and other developments upon our markets 
at home and abroad. The accelerating growth of this country 
justifies developing every possible avenue of Market intelli- 
gence if our appraisal and plans are to be on solid ground and 
no efforts in this direction will be wasted. For knowledge of our 
Market determines the type, scope and intensity of all pro- 
motion efforts. 


Next on our Marketing programme comes distribution — 
or the science of placing the product in a place where it is con- 
venient to buy. Remember that to-day people are habitually 
lazy in their buying habits and however good your mousetrap 
may be, few will take the trouble to hew a path through the 
forest to your door. To-day we must place our products in the 
busy market places of the world where customers can easily see, 
touch and buy if we are to sell the volume essential to profitable 
operation. 


There once was a day when people would hitch up the 
wagon and drive half a day for a sack of flour or a yard of cloth 
but those days have gone and if, after you have created a desire 
for your product through advertising, the consumer cannot find 
it readily available through her accustomed buying channels, do 
not expect her to jump into the car and drive until she finds it 
or politely write and ask where she can buy. So it is necessary, 
before demand is created, to fill the pipelines of distribution 
through jobbers, wholesalers and retailers until merchandise is 
readily available convenient to the prospect. 


To achieve this requires a sound Trade policy and effect- 
ive selling technique. True distribution has been forced by first, 
building consumer demand but it is an expensive process and it 
is highly problematical whether the cost could be justified to- 
day. To build distribution requires the fullest co-operation of 
all avenues of trade through which your goods must pass and 
the only way to win that co-operation is by proving it can be 
profitable to those who handle your goods. 
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In this process your product, your policy and your pro- 
motional plans will receive their severest test and if they do not 
ring true you may never attain the distribution essential to 
Marketing success. 


The average wholesaler or retailer is a co-operative soul 
but remember he is not in business for his health any more 
than we are. He too must show a profit to pay his overhead and 
taxes — often he must risk his own capital on the success of 
your plans to move the goods he buys and stocks. Added to that 
is the problem of similar co-operation with a number of sup- 
pliers and often the failure of one will destroy his profit from 
many other lines. Is it any wonder that trade buyers are some- 
times sceptical and hard to convince? That’s where your sales 
force comes in. 

And so we come to those important twin functions in your 
Marketing Plans — SELLING AND ADVERTISING. From 
these we must generate the power essential to make our 
marketing programme really work. I have linked those two 
forces together deliberately because attempts to isolate them 
have too often been responsible for failure in the marketing of 
products. 

There was a day when the advertising and sales depart- 
ments were considered separate, distinct and gloriously inde- 
pendent of each other. Their rivalry for the approbation (and 
appropriation) of management was intense to a point where it 
often became ludicrous, pitiful and suicidal. 

To-day we recognize these forces not merely as brothers 
but as siamese twins in this business of marketing. Working 
together they can succeed but working at loggerheads they can 
only fail and your business fails with them. 

For the interests of each are identical up to a certain point 
— both must be interested in product qualities, packaging, dis- 
tribution, pricing competition, market analysis and other 
basic factors. Up to the point of establishing basic policy and 
plans their interests remain the same. Only at that point of 
application do they start to vary — the sales force has the task 
of selling the product to dealers or consumers one at a time 
while the advertising must tell the same story to thousands at 
the same time through Publications, Radio, Billboards, Motion 
Pictures, Displays and all the varied media of advertising. 
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But notice please for their common function and responsi- 
bility which is to SELL. Advertising that is not geared to sell- 
ing effort is as costly and as self-defeating as selling effort that is 
not geared to advertising. Nevertheless at Management level 
both departments do present specific problems for consideration 
and study. 


Consider first your Sales Force — the job they must do and 
the equipment available to them. 


Too often there is a danger of Management looking down 
on the Salesman as some lower form of business parasite — an 
order taker, expendable and replaceable at will. While there 
may be some salesmen who have gravitated to that level, my 
experience has been that the firms who employ them are either 
responsible for that attitude or are themselves decadent. 


Years ago I well remember hearing a prominent executive 
make the sweeping statement that: “No salesman is worth more 
than $200 a month.” A few months later I sat at a board meet- 
ing of National Sales Executives in Chicago when the Vice- 
President in Charge of Sales of one of the largest companies in 
the United States said, apropos Salesmen’s Remuneration: 
“Well, I don’t know what you fellows think but the cheapest 
salesman on my staff earned over $20,000 last year.” 


I also remember driving home with the ‘Treasurer of a 
large company who had, that afternoon, been out to sell a friend 
who was in the market for the products of his firm. He relaxed 
in the car and said: “That’s the toughest afternoon I’ve ever had. 
If our salesmen go through that every day my hat is off to 
them.” 


Now while I appreciate there are various levels in the field 
of selling as in any vocation the things we in Management must 
understand and appreciate is that the salesman’s role is vital to : 
the very existence of our businesses, and the progress and happi- 
ness of our society. 


Just prior to the end of the war the Committee of Economic 
Development tabled in Washington a report on the manpower 
absorption capacity of various cities and industries. Hidden in 
that report was this revealing figure — that the average sales- 
man in the United States was directly responsible for the pay 
cheques of 1514 people and indirectly responsible livelihood of 
59 others in related industries and services. More recently the 


380 











MARKETING YOUR PRODUCTS 


C.1.O. issued figures crediting every salesman with keeping 31 
people at work. 

And that contribution of the salesman to employment is 
paralleled by their possible contribution to your own business, 
for, as “Red” Motley, Past President of N.S.E., once so aptly 
said: “Until somebody sells someone something — nothing 
happens.” 

Is that a profession of minor consequences or a contribution 
unworthy of recognition? I suggest to you the efficiency and 
contentment of your sales force is important in the operation of 
your entire business and not something to be taken for granted. 

How can we make that sales force more efficient and 
effective. 

First, by giving them products worthy of selling. 

Second, by giving them the training to help them in selling 
effectively. 

Third, in giving them support on the job. 

And last, but by no means least, giving them the recogni- 
tion and encouragement they deserve. 

Without a product he can believe in and become enthusi- 
astic about, the most brilliant salesman will fail. Without a plan 
which rings true with his dealers and trade, how can he be ex- 
pected to overcome inertia to order and stock. Without train- 
ing facilities, how can be come a better salesman and lastly, 
without fair reward, how can he labour. 


Remember that with your salesmen and trade, as with 
other employees, incentive is the most powerful stimulant to 
effort. The automatic recognition and reward for extra effort. 
While earnings are naturally one of the most effective stimu- 
lants they are by no means the only one. Happy working 
conditions, friendly co-operation, sickness and pension plans 
and many other factors have often inspired men to work harder 
for less money and with greater satisfaction. 


So be sure that your Marketing plans provide adequate 
inventives to encourage your sales force and dealers to do their 
best for your company and your products. 

Please do not think I am for one moment advocating pref- 
erential treatment for salesmen. What I have suggested is 
merely an extension of principles which you must surely have 
studied under questions of public and employee relations. 
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Too many firms in the past have considered a public rela- 
tions programme merely as a cover-coat for poor policy, product 
or service whereas the simple essence of any such programme 
should be first to correct any faults or inequities within an orga- 
nization in a manner that will automatically win approbation 
and co-operation from all concerned. 


Nothing can achieve this more effectively than the appli- 
cation of principles in understanding and humanics within your 
organization. In this high-pressure, machine age there is often 
the danger of forgetting the importance of individual dignity and 
contentment. 


When that happens we lose one of the greatest strengths 
and richest assets of our democratic system but, what is more, 
we develop a condition of critical weakness in our own organi- 
zation which can nullify the most efficient thinking and planning 
of which we are capable. The golden rule of life is still the 
golden rule for a successful business. 


Lastly in our marketing plans comes that twin function of 
selling which too often is the main target for the cost account- 
ants axe — the Advertising Programme. 


If ever I were tempted to write a book on Advertising I 
would entitle it “The Business Everyone Knows” for there is 
something temptingly hypnotic in advertising which makes the 
opinion of the office boy or junior stenographer equally valid 
with the seasoned judgment of those who have given a lifetime 
to the study of advertising methods and procedure. 


Some still look upon advertising as a luxury or some newly- 
found expedient for syphoning off excess profits whereas in 
reality it is one of the oldest and most primary instincts of 
mankind. 


The word advertising is derived from the latin “Adverto”, 
meaning the turning of the mind to attention toward some- 
thing. So the first cry of a baby is an advertisement turning the 
mind or attention of Mother to the fact that it is hungry. The 
name of our Company on our plant or store is but an advertise- 
ment telling the passerby who we are and what we have to sell. 
As business expands to reach customers farther away, it be- 
comes necessary to write or send messages via other channels to 
draw their attention to us and our merchandise. Gradually these 
avenues of public information have extended and developed 
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until to-day we have a variety of vehicles including Direct Mail, 
Publications, Billboards, Radio, Television, Motion Pictures and 
all the other media of advertising. 


Just as the media of advertising have developed and ex- 
panded so has our knowledge and efficiency in the effective use 
of advertising also increased. And to-day, if for no other 
reason than that it represents a major charge in our cost of 
business, it is a subject worthy of study by any such group as 
this. 

The first thing to recognize is that Advertising is not some 
mystic science or hocus-pocus to be turned on or off at will. 
It is not a plaything but a force which, properly applied, can 
help immeasureably in the Marketing of our productive capa- 
city, but misused can be equally dangerous and costly. 

The simple fact remains that business has learned that “It 
pays to advertise” — not through the constant repetition of that 
old bromide but from cold hard facts and figures of what 
happens with and without advertising. These facts and ex- 
periences to-day serve as guide posts in bringing the power of 
advertising to our aid. 

But do not expect me or anyone to give you some magical 
formula to advertising success any more than you would expect 
a physician to give you a standard prescription for all the ail- 
ments of mankind. 

Advertising is but a set of tools and success is entirely de- 
pendent upon our individual skill and ability in using and apply- 
ing them to our specific marketing problems. 

Before using these tools it is helpful to know their general 
purpose and the specific functions of each. 


Broadly speaking the functions of advertising may be listed 
as follows: 


1. To proceed and pave the way to sales. 


2. To build recognition of and acceptance for a product, 
service or name. 


3. To give information about product features, uses and 
cost. 


4. To create interest in and desire for the product or 
service. 
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5. To support the salesman’s presentation. 


6. To save salesman’s time on calls by advance 
information. 


7. To follow up after the salesman has gone. 


8. To help move goods OFF the dealer’s shelves and so 
build repeat orders. 


9. To neutralize the attacks of competition. 


It is an established fact that people are skeptical of the un- 
known, and unproven product. They prefer and feel more at 
home with the familiar name and familiar things. With new 
products therefore, the support of advertising is as essential as 
the artillery barrage or strategic bombing before an attack — 
planned to neutralize the strong points in a buyer’s resistance 
and make it easier to complete a sale. 


To attack any market without that cover of advertising 
support can be rightfully expensive in lost sales casualties and 
salesman’s morale. 


But advertising’s purpose is just as much to hold markets 
for established products as to win markets for new ones, and 
the stronger a business is the more vulnerable it is to attack. 
Thus to-day advertising has become an essential part of over- 
head just as rent, light, insurance and other basic costs of doing 
business and as such should be provided for on a permanent 
basis. There is much I could and would like to say about the 
use and misuse of advertising but time does not permit. Suffice 
it to say that the basis of successful advertising is its plan or 
conception based upon the facts of markets, products, etc., which 
we have covered previously and keyed to the sales programme. 


With these facts and the basic strategy established make 
sure your budget is sufficient to effectively do the job required 
of it. Don’t try to send a boy on a man’s errand. So decide 
what is needed to do the job and then set your course and your 
costs accordingly. 

In general, this can be determined by answering four 
questions: 

1. To whom do I wish to advertise? 

2. What do I wish to say? 


3. What competition is there to overcome? 
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4. What media are best suited to carry my message to 


those I wish to reach? 


From here on the method of selection and application be- 
comes simple common sense and applied advertising skill. 


In conclusion, let us review the essentials in Marketing 
your product. 


1. 


Aa PF wb 


Recognize the importance of Marketing to your busi- 
ness and to the Canadian economy. 


Base your marketing plans on knowledge and facts. 
Be sure the product is right. 

Define your market intelligently. 

Develop adequate distribution. 


Run your Sales and Advertising as a team with under- 
standing of their functions and confidence in their 
power. 


Follow up and follow through. The secret of good 
marketing lies in persistent effort — not in sudden 
bursts and stops with constant changing of direction. 
Keeping everlastingly at it will bring reward for eternal 
vigilance is the price of safety for our Country, for our 
business and for ourselves. 
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ADVANCED COST ACCOUNTING — 1951 
Comments by MR. A. V. HARRIS, C.A., R.1LA. 


QUESTION 1 (20 Marks) 


The Brown Company is engaged in manufacturing one type of product. 
The company uses a standard cost system; work in process accounts are 
debited at actual costs and credited at standard costs during each account- 
ing period. The budget calls for production of 45 complete units in 540 


hours of operation. 


The standard factory expense is $216.00 for the same period. 


The standard cost for one unit is as follows: 


Material No. 1, 40 lb. x 0.25 
Material No. 2, 5 x 0.20 . 
Material No. 3, 80 ft. x 0.10 
Material No. 4, Supplies . 


Direct Labor — 12 hours x 0.60 


Manufacturing Expenses 12 hours x 0.40 .. 


Total Standard Cost ..... 


There were no opening inventories as of January 1. 
The following transactions occurred during January: 


Purchases: 
Material No. 1 — 5,000 Ib. x 0.24 
Material No. 2 — 400 x 0.20 
Material No. 3 — 5,000 ft. x 0.11 


Manufacturing Expenses for January: 
Insurance ‘ pseeatanewesie 
Depreciation . 

Heat, Power and Light 
Indirect Labor 


Direct labor: 550 hours x 0.65 


Material used at actual price: 
No. 1 — 2,200 Ib. x $.24 
No. 2 — 300 x 0.20 
No. 3 — 4,000 ft. x 0.11 





$ 10.00 
1.00 
8.00 
3.00 


$1,200.00 
80.00 
550.00 


$1,830.00 


...$ 100.00 
75.00 
75.00 
50.00 


$ 300.00 
$ 357.50 


$ 528.00 
60.00 
440.00 





$1,028.00 











STUDENT SECTION 


Completed production: 50 units 

Closing inventory: Work-in-process 4 units ¥% completed as to 
materials, labour, and manufacturing expenses. 

All variances will be closed directly into the Profit and Loss 
Account. 

Salen: SO units x $6000 ii. .ccccccccccsecccicsscscoesees OOOO 

Required: Journal entries to record the transactions for the period, 
including variance accounts. 


SOLUTION TO QUESTION 1 


Re) CN Ai cacao tess ....§ 1,830.00 
Accounts: Payable: ............::.cs000: $1,830.00 
2. Manufacturing expenses ........................:::00005 300.00 
Reserve for depreciation ............ 75.00 
Accounts Payable .................... : 225.00 
3: Pagroll (disect labor)  ..c-ccccsikccccidcsss 357.50 
Payroll accrued (direct labor) .. 357.50 
4. Work-in-Process (Material) gots evga 1,028.00 
Materials ........ even tintiednere 1,028.00 
5. Work-in-Process (Labor) ... oe 357.50 
Payroll (Direct Labor) 357.50 
6. Work-in-Process (Mfg. Exp.) .. 300.00 
Manufacturing expenses A 300.00 
Ts eR Cire is ecco teeecaoene eae 1,700.00 
Work-in-Process (Material) .. 1,100.00 
Work-in-Process (Labor) .......... 360.00 
Work-in-Process (Mfg. Exp.) .... 240.00 
8. Accounts receivable x DeseibaseaeeeMiates 1,800.00 
Sales Te aeRO TE ORE PER Oa 1,800.00 
9. Cost of Sales ..... ducricninanetissncastiayeotieeues 1,020.00 
Finished Goods ee = 1,020.00 
10. Work-in-Process Material . leaded tmeriae 134.00 
Material Quantity Variance ...... 134.00 
Actual Standard Quantity Standard Amount of 
No. Quantity Quantity Variance Price Variance 
1 2,200 Ib. 2,080 Ib. —120 Ib. 0.25 $ 30.00 
2 300 260 40 0.20 8.00 
3 4,000 ft. 4,160 ft. —160 ft. 0.10 —16.00 
4 $ 156 a — —156.00 
—134.00 
11. Material Price Variance : codserscoreee © BO 
Work-in-Process (Material) $ 18.00 
Actual Actual Standard Price Amount of 
No. Quantity Price Price Variance Variance 
1 2,200 Ib. 0.24 0.25 0.01 $22 
2 300 0.20 0.20 0 0 
3 4,000 ft. 0.11 0.10 0.01 40 
$18 
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12. Work-in-Process Labor 
Labor Time Variance $ 


Actual Standard Variance in Standard Amount of 
Hours Hours Hours Wage Rate Variance 
550 624 74 .60 $44.40 
13. Labor Wage rate variance we TOD 
Work-in-Process Labor $ 27.50 


Actual Actual Standard Wage Rate Amount of 
Hours Wage Rate Wage Rate Variance Variance 
550 0.65 0.60 0.05 $27.50 
14. Manufacture Budget Variance seve 84.00 
Work-in-Process — Mfg. Exp. .. $ 84.00 


Actual Budget Amount of 
Mfg. Exp. Mfg. Exp. Variance 
$300 $216 $84 
15. Work-in-Process (Mfg. Exp.) 4.00 
Mfg. Exp. Capacity Variance .... $ 4.00 


Actual Budget Variance Standard Amount of 
Hours Hours In Hours Mfg. Rate Variance 
550 540 10 0.40 $4.00 
16. Work-in-Process (Mfg. Exp.) 
Mfg. Exp. Efficiency Variance $ 29.60 


Actual Standard Excess Hours Standard Amount of 
Hours Hours Over Standard Mfg. Rate Variance 
550 624 74 0.40 $29.60 
17. Labor Time Variance : ¥ .$ 44.40 
Mfg. Expense Capacity Variance . Fee 4.00 
Mfg. Expense Efficiency Variance . 
Materiarl Quantity Variance . 
Profit and Loss 82.50 
Material Price Variance . 18.00 
Labor Wage Rate Variance - 27.50 
Mfg. Expense Budget Variance .. 84.00 


COMMENTS: QUESTION NO. 1 

This type of problem has appeared on several advanced cost exami- 
nations and the pattern of solution does not vary. The one difficult point, 
was the inclusion of a standard of material No. 4, when apparently none 
was used. This caused some confusion, which some students solved by 
omitting the item entirely from the given data. Such action, of course, 
amends the solution, and the examiner recognized that their exclusion was 
a fair assumption to make; giving credit accordingly. The above solution 
answers the problem as stated. 





